JANUARY 1957 


BUSINESS 


Business improved somewhat 


in December after the October-November 
decline, but the economy has not shown much 
bounce in recent months, 
205.3 for NOVEMBER November was somewhat disappointing. 
4194.6 a Year Ago Our composite Index of Business Activity in 
New Mexico slipped down to 205.3, which is 
7.1 per cent below the October level, and 
17.4 per cent below September's record 
high. The November index, however, was 
still 5.5 per cent higher than the level of the 
November 1955 Index. 
Retailsales, weakened by declines in auto- 
motive and building materials sales, declined 
4 1947-49 Average in November. Banking activity was down 
and business failures up. Employment held 
about even, 
Building permits made gains in November 
and then slumped in December, 
Mine production in November was lower 
than October output but generally higher than 
1955 levels. 
Farm prices eased slightly in November 
and held even in December. 


(continued on page 2) 
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(continued from page one) 


Despite the easing of business activity in the past few 
months, the year 1956 established many new records in 


This is how DECEMBER looked 
in the early indexes: 


New Mexico, December __ Per Cent Change 
P Index December 1956 From 
We enter the new year with high levels of employment (1947-49 mo. Nov. Bic. 
and consumer confidence. Certain seasonal declines are av. = 100) _1956 1955 
to be expected, but the new highway program and other pepits............ 207.4 + 0.8 
government expenditures should support large segments of Bank Loans & Discounts ..... 226.0 + 21.2 + 5.5 
Demand Deposits ......... 168.6 + 4.0 + 5.7 
the state's economy. Expansion of the petroleum industry 
should offset possible declines in copper and zinc mining, Building Permits - Total. .... 123.2 - 48.2 - 32.1 
although these trends will affect various communities in Residential ........... 149.6 25,2 
x Non-Residential. .......-. 46.7 - 86.9 - 88.5 
different ways. : Postal Receipts.........: 362.1 + 59.5 + 0.7 
The outlook for residential construction and farm prices 411 Farm Prices-........-. + 8.2 
is not too encouraging, but we believe that the largest Gesteie..s..ss.... 2 0.0 + 13.0 
declines have already taken place. 
How did your district fare in DECEMBER? 
District 1 2 3 4 5 6 7 8 9 
December 1956 Compared with November 1956 
Bank Debits + - 0.9 + 0.4 + = 22.8 + + 3.2 + 0.9 
Loans and Discounts +i6.7 +423 + ST + 73.8 - 6.7 + 6.5 - 3.0 + 28.6 + 54.3 
Demand Deposits + Ge - 5.9 = + 4.9 + 3.6 
Time Deposits 0.0 + £4 +31 * &S ~ Be - 0.3 + 2.0 + 2.5 + 9.5 
December 1956 Compared with December 1955 
Bank Debits + 24.2 - 42.0 + 9.7 + 9.5 - 13.6 * 8.2 + 3.6 + 12.0 + 2.6 
Loans and Discounts + £5 + 3.0 = 3,0 + 6.5 = 2 - 12.9 - 10.6 - 3.7 + 13,0 
Demand Deposits + 41.7 - 26.8 + 3.2 + 9.5 - 3.3 + 33 + 3.9 + 17.0 + 12.6 
Time Deposits 4+ + 12.6 =- 2.6 + 66 + 4:2 - 8.8 
’ 
Here’s the complete roundup of NOVEMBER indexes: 
November Per Cent Change November Per Cent Change 
Index November 1956 From Index November 1956 From 
(1947-49 mo. Oct. Nov. (1947-49 mo. Oct, Nov. 
av. = 100) 1956 1955 av. = 100) 1956 1955 
Index of Business Activity .... 205.3 + 71 + 3.5 Wage Employment. ........ 152.2 0.0 + 2% 
Sales of Retail Stores. ...... 173.4 - 4,0 + 3.3 Manufacturing .....2.0s00% 199.6 - 1.0 + 78 
Mpparel Stores 154.7 - 0.6 142.3 - 1.2 + 3.2 
Automotive Dealers. ...... 153.6 - 16.6 - 7.0 Transportation & Utilities. ... 134.6 0.0 + 6.3 
Subsistence Stores. ....... 189.2 * + 14,9 149.5 G7 + 4.0 
Furniture & Appliances. .... 156.5 - 2.8 - 29.4 + 1.5 * 78 
Building Materials Dealers... 147.3 - 8.2 - 3.2 Services & Miscellaneous. ... 111.8 + 0.4 + £2 
Other Retail Stores ....... 193.5 - 2.8 + 12.4 eee a eee 185.1 0.0 + 11.9 
Amusement Sales. ........ 161.9 + 50.9 + Contract Construction. ..... 127.4 0.0 
242.8 + 6.5 + 11.3 Building Permits - Total..... 237.9 + 29.3 + 69.5 
Contractors’ Sales 365.5 + 85 + 37.6 199.8 + 35.3 + 52.8 
Wholesale Gales... 142.4 36 * 12,1 . 356.3 + 68.5 +120.0 
Public Utility Sales... ..... 158.3 na + Petroleum Production. ...... 192.3 > + 5.2 
Manufacturers' Sales. ...... 237.2 10.3 - 19.6 Electric Power Production .... 220.1 + 15.5 
Life Insurance Sales ....... 428.7 0.4 * 25% Metallics Production - Total... 96.6 - 17.3 - 1.3 
225.6 - §.3 + 4,4 Mine Production'- Copper. .... 102.6 2,1 - 20.8 
Bank Loans & Discounts ..... 186.5 - 3.4 - 4.2 Mine Production - Lead. ..... 110.6 - 0.3 + 45.3 
Demand Depomits . . 162.1 + = Mine Production - Zinc. ..... 84.8 - 23.7 + 19.3 
12 + 3.0 Mine Production - Potash. .... 263.2 - 1.8 + 53.0 
Business Failure Liabilities ... 264.6 + 81.4 + 38.4 pO 82.1 - 3.3 + 2.6 
Postal $227.0 - 10.2 + 6.2 Lavestock Prices: . 79.2 - 5.2 


na - not available 


Sources: 

Retail Sales data: N. M. Bureau of Revenue 

Potash Production: N, M. Bureau of Revenue 

Petroleum Production: N. M. Bureau of Revenue 

Life Insurance Sales (New Ordinary): Life Insurance Agency 
Management Association 

Wage Employment (all categories): N. M. Employment 
Security Commission 


Electric Power Production: Federal Power Commission 

Metallics Production: U.S. Bureau of Mines 

Farm Prices: U. S. Agricultural Marketing Service 

Bank data (all series), Postal Receipts, Building Permits: 
Bureau of Business Research 

Business Failure Liabilities: Dun & Bradstreet, Inc. 


The Federal Role 


New Mexico’s Economy 


By Stanley J. Brasher 


INTRODUCTORY NOTE: The following information was 
gathered during a larger study on government land use in 
New Mexico, a project sponsored by the New Mexico Land 
Resources Association and co-ordinated by the Southwest 
Research Institute. This Bureau and a number of state 
agencies are participating in the land-use project as sub- 
contractors to SWI and are receiving partial reimburse- 
ment. The proportion of donated effort varies from agency 
to agency. The Bureau of Business Research will, on this 


Activities of the federal government have ex- 
panded enormously during the past three decades, 
and we are still in the process of assessing the 
economic changes involved in this trend. 

Disagreements arise whenever an extension of 
federal activity is suggested. On one hand, we 
see New Mexico communities appealing to Wash- 
ington for more airbases, and on the other hand, 
we note some groups requesting the removal of 
military installations to Mexico. We can only 
agree on the fact that the federal impact has been 
profound, and that we needto know more about it. 

The big change can be grasped most easily in 
terms of federal expenditures. In 1929, for ex- 
ample, federal spending for goods and services 
amounted to 1.2 per cent of our gross national 
product. By 1955, federal spending came to 
11.9 per cent of GNP. If we convert the actual 
dollar expenditure figures for these years to a 
common denominator, reflecting the 1947 price 
level, we find that federal spending increased 
from $2.3 billion in 1929 ‘to $37.8 billion in 
1955, (1) 

Some of this increase has been due to the ex- 
pansion of "general" and "welfare" activity, such 
as housing, social security, conservation, all 
given impetus through changing social goals and 
through a recognition of the increasing interde- 
pendence of allsegments of our mass production- 
distribution economy. But the most significant 
share of the increase was--and is--devoted to 
national defense and quasi-military purposes, 
made necessary by the acute world tensions of 


(1) Footnotes, indicated by parentheses through- 
out this article, will be found on page 14, 


phase, be reimbursed for travel and clerical expenses. 

This report could not have been completed without the 
sincere cooperation of the officials and employes of the 
many federal agencies involved. We wish to acknowledge 
their assistance and thank them for their helpfulness. 

This is mainly a descriptive report. We hope that these 
facts will be useful for further evaluation of state land 
problems in the future. 


recent times, (2) 

New Mexico, for a number of reasons, has felt 
the impact more than most other states. The 
federal government has been a major landholder 
since the Treaty of Guadalupe of 1847, and has 
played an important role in dealing with Indian 
groups, forest and land conservation, and foster- 
ing of railways, highways, airlines, mining, and 
farming. With the advent of atomic research and 
missile testing, the federal government has also 
found it convenient to use many of the sparsely- 
populated areas of New Mexico for its newer 
activities. Some observers have stated that 
virtually every area of the state's economy is 
dependent on federal operations. (3) 

It is the purpose of this paper to describe the 
magnitude and nature of federal employment and 
expenditures in New Mexico during the fiscal 
years 1955 and 1956, and to discuss some of the 
economic advantages and disadvantages of federal 
operations in the state, It is hoped that the in- 
formation presented will help provide a better 
basis for evaluating our state economy, and that 
it will encourage others to pursue problems in 
this area. 


THE SCOPE 

All three branches of the federal government 
are represented in New Mexico. The Judicial 
Branch maintains the federal court system; the 
Legislative Branch operates the General Account- 
ing Office in Albuquerque;(4) and numerous in- 
stallations represent various agencies of all ten 
departments and ten of the independent agencies 
of the Executive Branch. There are well over 
950 separate federal facilities in New Mexico, (5) 
Even without counting post offices, we find that 


these facilities are scattered throughout the state, 
ranging from three in Harding county to 123 in 
Bernalillo county. 

Table I presents two years estimated federal 
expenditures in New Mexico according to major 
agencies. Excluding for the moment certain 
reimbursement payments made to prime contrac- 
tors of the Atomic Energy Commission and the 
various Defense establishments, federal govern- 
ment agencies spent an estimated $338.7 million 
inthe state during the fiscal year ending June 30, 
1956.(6) This amount represented an increase 
of $48 million, or 16.9 per cent, over the $289.7 
million expended during the preceding fiscal year. 

The most important federal agency operating 
in New Mexico, both in terms of employment 
and expenditures, is the Department of Defense. 
As you willnote in Table I, this department spent 
$203.1 million--60 per cent of total in-state fed- 
eral expenditures during fiscal 1956.(7) This 
figure was 27.9 per cent higher than Defense 
spending during fiscal 1955, reflecting the current 
physical expansion program at some of the mili- 
tary bases in the state. The Department of the 
Interior and the Department of Health, Education 
and Welfare were the only agencies whose ex- 
penditures dropped during fiscal 1956 with re- 
spect to their fiscal 1955 levels. The spending 
of the former decreased by nearly a quarter of a 


Table ! 


million dollars, while that of the latter agency 
dropped by slightly over one and one-half million 
dollars, It will be noted that the Atomic Energy 
Commission, exclusive of prime contractors, 
spent approximately $10.8 million in fiscal 1956 
--up 13.7 per cent over the fiscal 1955 level. In 
addition, AEC's prime contractors in Albuquerque 
and Los Alamos spent $139.1 million in fisval 
1955 and $152 million in fiscal 1956, represent- 
ing an increase of $13.1 million, (8) 

If we add the Defense expenditures to those of 
the AEC and the Veterans Administration (both 
are quasi-military expenditures), we obtain an 
interesting comparison with those of the total 
national budget. Defense and quasi-military 
spending on the national level represented 68.5 
per cent of all federal expenditures during fiscal 
1955 (see footnote 2), while in New Mexico spend- 
ing for this major governmental function totalled 
71.3 per cent of all federal expenditures in the 
state. 


DIRECT EFFECTS 

For purposes of convenience, we will study the 
impact of federal activity on the economy of New 
Mexico in two phases--direct and indirect. 

The first phase includes those business firms 
and individuals who sell their services and pro- 
ducts directly to federal agencies and receive 


Estimated Expenditures of the Federal Government * 
in New Mexico by Major Agency, 1955 & 1956 


(In thousands of dollars) 


Per Cent Per Cent Per Cent 
Agency 1955 Distribution 1956 Distribution Change 
Department of Defense $158, 795 54.8 $203,111 60.0 +27.9 
Department of Interior 32,473 11.2 32, 214 9.5 - 1.0 
Veterans Administration 26, 350 9.1 27,515 8.1 + 2.2 
Health, Education, & Welfare 21, 682 7.5 20, 147 5.9 = t,2 
Department of Agriculture 14, 879 5.1 16,170 4.8 + 3.7 
Department of Commerce 12,192 4.2 14, 053 4.1 +15.6 
Atomic Energy Commission 9,463 3.3 10,751 3.2 +13.7 
Post Office Department 6, 224 2.2 6,501 1.9 + 4,8 
General Services Administration 3,252 3, 556 + 9,1 
Department of Labor 1,790 1,998 <6 
All Other Federal Agencies 2, 642 9 2,644 (8 0 
TOTALS $289, 742 100.0 $338, 660 100.0 +16.9 


“Does not include certain federal payments to prime contractors on behalf of the Department of 


Defense and Atomic Energy Commission 


Source: Compiled and partially estimated by the Bureau of Business Research from data supplied by 


individual agencies 


Distribution of Federal Expenditures in New Mexico 
By Type of Expenditure, Fiscal Years 1955 & 1956 


(Dollar figures in millions) 


FY 1955: $ 289.7 


PAYROLL 


52.6 % 
$ 152.5 


PROCUREMENT 
16.4% $47.6 


GRANTS, etc. 
21.5% 
$ 62.2 


U. S. Treasury checks in return. This impact 
may be measured by (1) the relative number of 
persons employed at federal installations and the 
magnitude of their wage payments, (2) the actual 
volume and type of expenditures for procurement, 
construction, maintenance and operation. This 
phase should also include federal payments to 
state and local governments in the form of grants- 
in-aid and shared revenues. Finally, direct pay- 
ments to individuals--for reasons other than for 
services --must be included. 

Indirect effects will be discussed in a later 
section of this study. 

Figure I shows the breakdown of federal spend- 
-ing in New Mexico by broad expenditure category 
for fiscal 1955 and 1956. Payroll outlays occupy 
the dominant position for both years, although 
fiscal 1956 shows a percentage decline. All 
items increasedin varying magnitudes from 1955 
to 1956 except for the "other'' category. You 
will note that construction showed the largest 
year-to-year increase, 


EMPLOYMENT AND PAYROLL 

The federal government is the largest single 
employer withthe largest payroll in New Mexico. 
On June 30, 1956, there were 19,234 civilians 
working full-time directly for federal agencies in 


FY 1956: $ 338.7 


OTHER 
$11.4 


PAYROLL 
PROCUREMENT 46.2% 
179 % 
$ 156.6 


GRANTS, etc. 
19.4 % 
$65.6 


New Mexico. Additionally, on that date, 22,961 
military personnel were stationed at New Mexico 
installations. This makes a total of 42,195 per- 
sons. Also, and quite important to certain areas 
of the state, Uncle Sam employed approximately 
1,400 civilians on a seasonal or part-time basis 
during fiscal 1956. These figures do not include 
employes of prime contractors or suppliers. 


Table Il 


Employment and Expenditures 
of Major AEC Contractors 


Per Cent 
Employment: 1955 1956 Change 
Permanent 11, 239 12,055 + 7.3 
Seasonal 229 302 +31.9 
Expenditures (in-state): 
Payroll $ 64,035,372 $ 68, 865,000 + 7.6 
Procurement 6, 596, 246 8,926, 293 +35.3 
_Rent 92,100 17, 100 -81.4 
New Construction 9,717, 380 6, 802, 948 -30.0 
Maintenance & 
Operating Exp. 58, 678, 956 67, 579, 673 +15,2 
TOTALS $139,120,054 $152,191,014 + 9.4 


Source: Bureau of Business Research survey of ACF Industries Inc., 
Los Alamos Scientific Laboratory, Los Alamos Construction 
Inc., Sandia Laboratory, and Zia Co. 


Table Ill 


Federal Civilian Employment in Proportion to Population, By State, 1955 


Federal Civilian 
Employment 


State Ratio State 

UNITED STATES 132.3 Kentucky 
Alabama 171.9 Louisiana 
Arizona 155.6 Maine 
Arkansas 86.6 Maryland 
California 176.6 Massachusetts 
Colorado 210.6 Michigan 
Connecticut 54.5 Minnesota 
Delaware 79.2 Mississippi 
District of Columbia (a) Missouri 
Florida 120.3 Montana 
Georgia 153.9 Nebraska 
Idaho 94.8 Nevada 
Illinois 108.4 New Hampshire 
Indiana 80.0 New Jersey 
Iowa 60.0 NEW MEXICO 
Kansas 110.3 New York 


North Carolina 


Federal Civilian Federal Civilian 


Employment Employment 
Ratio State Ratio 
102.0 North Dakota 95.5 
79.5 Ohio 105.0 
162.5 Oklahoma 190.3 
(a) Oregon 101.8 
121.8 Pennsylvania 121.9 
53.6 Rhode Island 154.7 
76.9 South Carolina 99.8 
81.3 South Dakota 124.1 
117.7 Tennessee 121.8 
115.5 Texas 129.0 
136.9 Utah 337.2 
223.8 Vermont 82.1 
56.4 Virginia (a) 
91.9 Washington 211.5 
227.0 West Virginia 55.1 
115.0 Wisconsin 154.2 
65.7 Wyoming 167.8 


*Employment as of September 30, 1955; state population estimates as of July 1, 1955 


#Per 10, 000 population 


®)The District of Columbia, Virginia and Maryland are not calculated because of the national 


Capital area 


Source: U.S, Bureau of the Census, State Distribution of Public Employment in 1955., p. 11 


New Mexico, as you will notein Table III, ranks 
second only to Utah in the number of fulltime 
federal civilian employes per 10, 000 population. 

About half of the state's federal civilian em- 
ployes work for the Department of Defense. The 
others are employed by the major agencies as 
follows: 


June June 
Agency 1955 1956 
Department of Defense 8, 420 9, 878 
Department of the Interior 3,327 3, 132 
Post Office Department 1, 758 1,780 
Atomic Energy Commission 1, 312 1,377 
Department of Agriculture 788 789 
Department of Health, etc. 448 449 
Department of Commerce 249 272 
All others 1, 553 1, 557 
Totals 17, 857 19, 234 


In addition to the above, AEC's prime contrac- 
tors employed 11,239 and 12, 055 civilians at the 
end of June 1955 and 1956 respectively. Virtually 
all of these were employed in Albuquerque and 
Los Alamos, 

Of the active-duty military personnel stationed 
in the state on June 30, 1956, 16, 835 were in the 
Air Force, 5,240 were.in the Army, and 886 
were Navy and Marine Corps personnel. The 
combined total of 22,961 was 11 per cent lower 
than the state's military strength at the close of 
the preceding fiscal year, whenit totalled 25, 803. 
Thus, while there was an increase in civilian 


employment by the Department of Defense in New 
Mexico, the number of military personnel shrunk 
somewhat. 

The $156.6 millionin federal payroll disburse- 
ments during fiscal 1956, as shown in Figure 1, 
were divided almost 50-50 between civilian and 
military pay. The civilian payroll amounted to 
$77.8 million--9.4 per cent above fiscal 1955. 
Military pay was $78.8 million in 1956, having 
dropped $2.6 million, as a result of the reduction 
in personnel, from 1955. The employes working 
for the prime contractors to AEC received pay- 
roll checks totalling $64 million and $68.9 million 
during fiscal 1955 and 1956 respectively. 

How important are federal wage and salary 
payments to the people of New Mexico? Table 
IV gives some indication of this by comparing 
these disbursements to total New Mexico per- 
sonal income from 1940 to 1955. It can readily 
be seen that federal payroll became more and 
more significant in terms of state personal in- 
come during the years covered, reaching a peak 
in 1954, after which it dropped slightly. This 
decrease, from 1954 to 1955, was largely due 
to the loss through transfers and discharges of 
approximately 2,500 military personnel between 
June 1954 and June 1955, (9) 

By contrast, federal civilian and military pay- 
rolls for the United States as a whole amounted 
to 8.7 per cent of national personal income in 
1954, while in New Mexico og | totalled 14.6 per 
cent of state personal income. 10) 


PROCUREMENT AND CONSTRUCTION 
Other important direct effects of federal ac- 


tivity onthe economy of the state stem from pro- 
curement and construction expenditures, Federal 
agencies purchase everything from pencils to 
uranium ore; and they spend- funds for the con- 
struction of a variety of facilities from airport 
runways to forest-area picnic tables. 

As you will note in Figure 1, federal agencies 
spent $47.6 million during fiscal 1955 for goods 
and materials purchased from in-state firms 
and individuals. They spent an additional $15.3 
million for the construction of facilities during 
the same year, The Departments of Defense and 
Interior were by far the largest spenders inthese 
areas, together accounting for 91 per cent of 
total federal procurement and 79.1 per cent of 
construction expenditures. 

Federal procurement during fiscal 1956 totalled 
$60.5 million, an increase of 27.1 per cent over 
the preceding year, and construction expenditures 
soared to $44.4 million, a tremendous increase 
of 190.2 percent. Again the Defense and Interior 
Departments accounted for most ofthese expendi- 
tures, but the huge increase in construction 
spending is attributable to the physical expansion 
of the military establishments in New Mexico, 
Defense expenditures for construction during 
fiscal 1955 amounted to $4.7 million, while in 
fiscal 1956 they totalled $33.2 million. 


MAINTENANCE AND OPERATION 

Maintenance and other operational costs round 
out the pattern of federal expenditures. Agencies 
in New Mexico spent approximately $12.1 million 
and $11.3 million on these items during fiscal 
1955 and 1956 respectively. An important com- 


Table IV 


Total Personal Income and Federal Wage 
Disbursements in New Mexico, 1940 - 55 


Total Personal Federal Wage and Salary Disbursements(@) 


Calendar Income (as per cent of total 
Year (in millions) (in millions) personal income) 
1955 $1, 134 $154.6 13.6 
1954 1,077 157.0 14.6 
1953 1,055 121.4 11.5 
1952 1,005 108.6 10.8 
1951 935 97.2 10.4 
1956 798 68.6 8.6 
1946 509 40.9 8.0 
1940 199 13.9 6.9 


(a)Includes pay of the armed forces (net of contributions to family allow- 
ance payments and of voluntary allotments of pay to individuals) 
Source: Personal Income data: U. S. Department of Commerce, Fed- 
eral wage and salary disbursements, Partially estimated by 
the Bureau of Business Research from basic data supplied by 
U. S. Department of Commerce. 


ponent of this expenditure category is rental 
payment to New Mexicans whose facilities are 
being used by some of the agencies. During fis- 
cal 1956, rental payments equalled $1.2 million, 
having dropped somewhat from their fiscal 1955 
level of $1.3 million. 


GRANTS-IN-AID 

In addition to the actual expenditures made by 
federal agencies in the normal operation of their 
facilities, substantial sums of money annually 
flow into the state through a number of federal- 
state fiscal programs and through arrangements 
providing cash payments to individuals in New 
Mexico for which no serviceis requiredin return 
by the federal government. Federal outlays 
under these programs accounted for 21.5 per 
cent of all federal expenditures inthe state during 
fiscal 1955, and 19.4 per cent during fiscal 1956. 

The fiscal relations existing between Uncle 
Sam and the state may be divided into two main 
categories: grant-in-aid programs and shared 
revenue arrangements, 

Funds given the state's governmental units 
through grants-in-aid are used to finance pro- 
grams having national objectives. (Included are 
such items as health, welfare, education, high- 
way construction, employment security, and so 
forth.) Figure 2 lists the federal grant-in-aid 
programs under which New Mexico is receiving 
appropriations at the present time, and it pre- 
sents the salient characteristics of each. Also 
listed in Figure 2 are the amounts granted the 
state under each arrangement during fiscal 1955. 
This provides an indication of the relative im- 
portance of each program. 

It will be noted that there are basically two 
types of grants--regular and emergency. The 
former, developed over the years from 1887, 
provides funds annually, depending upon the basis 
of division (given in Figure 2), out of regular 
Congressional appropriations. The emergency 
grants are of relatively recent origin and are 
designed to aid state and local governments and 
individuals when disaster strikes or when other - 
special problems arise. Needless to say, such 
emergency grants are temporary in nature, and 
grants of funds cease when the need diminishes. 

Table V shows the pattern of federal grant-in- 
aid payments to New Mexico from 1950 to 1956. 
The total volume of grants over this seven-year 
period increased from $15.9 million to $31.1 
million, or almost double. Not only have the 
grants increased absolutely, but they have also 
risen faster than population increases. Table VI 
compares’ the per capita grants to New Mexico 
with those of grants to all states from 1950 to 
1955. It can easily be seen that New Mexico is 
receiving a greater proportion of grants than the 
nation as a whole, and in general this proportion 
is increasing faster here than nationally. 


FIGURE 2 


Selected Characteristics of Federal Grant-in-Aid Programs 
And Grants Made to New Mexico in Fiscal 1955 


Program 


REGULAR GRANTS: 
Agricultural Experiment Stations 


Agricultural Extension Work 


Agricultural Marketing Projects 


School Lunch Program 


Forestry Co-operation 


Donations of Surplus Agricultural 
Commodities 

Special School Milk Program 
Removal of Surplus Agricultural 


Commodities 


Federal Airport Program 


Highway Construction 


Support of Land Grant College 


Public Health 


Vocational Education 


Maternal and Child Health 
Services 


Child Welfare Services 


Services for Crippled Children 


Hospital Construction 
Public Assistance 


Vocational Rehabilitation 


Wildlife Restoration 


U 1 
and Employment Service 


Public Housing 


Supervision of On-the-Job 
Training, Veterans Administration 


EMERGENCY GRANTS: 
Natural Disaster Relief 
School Construction, Federal- 


Impacted Areas 


School Operation and Maintenance, 
Impacted Areas 


Construction of Community 
Facilities 


Civil Defense 


TOTAL GRANTS 


Year 
Originally 


Established Required 


1887 


1914 


1946 


1933 


1911 


1933 


1954 


1933 


1946 


1916 


1890 


1918 


1917 


1921 


1935 


1935 


1946 


1935 


1920 


1937 


1933 


1937 


1944 


1947 


1941 


1941 


1952 


1950 


Individual Federal Control 
State Plan Project Field Over State 
or Budget Agreement Personnel Personnel 
Required Required (See Note a) 
No Yes No Qc 
Yes Yes No QR 
No Yes No ac 
Yes No Yes Advice 
Yes No Yes QA 
No Yes Yes Advice 
Yes No Yes Advice 
No Yes Yes Advice 
No Yes Yes None 
Yes Yes Yes None 
No No No None 
Yes No Yes Merit 
System 
Yes No No QA 
Yes No Yes Merit 
System 
Yes No Yes Merit 
System 
Yer No Yes Merit 
System 
Yes Yes Yes Merit * 
System 
Yes No Yes Merit 
System 
Yes No Yes PS 
No Yes Yes QA 
Yes No Yes Merit 
System 
No Yes Yes Advice 
Yes Yes No Advice 
No No No None 
No No Yes None 
No No Yes None 
Yes Yes Yes None 
No Yes Yes None 


Basis of ortionment 


Lump sum plus additional amount based on 


rural and farm population 


Lump’sum plus amount based on rural and 
sum based 


farm lation plus add 


At discretion of Secretary of Agriculture on 


project basis 


Per-capita income and number of school 
children; commodities furnished at dis- 


cretion of Secretary of Agriculture 


At discretion of Secretary of Agriculture 
based on cost of protection and prior state 


expenditures 


At discretion of Secretary of Agriculture on 
basis of requirements and availabilities 


Per-capita income and number of school 


children 


At discretion of Secretary of Agriculture on 


basis of need 


75% of grant based on population and area, 
remainder on project basis at discretion 


of C.A,A, 


Area, population, and road mileage, except 
for urban road program which is based on 


urban population 


Lump sum and. additional sum based on 


population 


Population, extent of problem, and financial 
need except VD program which is on project 


basis 


Different categories of population 


Lump sum plus amounts allotted on basis 


of births and state per-capita income 


Lump sum plus amount based on rural 


population under 18 years of age 


Lump sum plus amount allotted on basis of 
number of children under 21 and per-capita 


income 


Population and per-capita income 


Four- -fifths of minimum grant plus one half 


of r 


up tod 


Population and per-capita income 


Area and number of licensed hunters and 


fishermen 


100% of state administrative costs deemed 


necessary by Secretary of Labor 


Determined by Administrator, HHFA, on 
such factors as cost, number of units and 


need for housing 


Expenses incurred by state approving agency 


On basis of need in each disaster 


Number of school children whose 


State or Local Matching 


Federal Grants 


results from federal activity in area. 


Same as above 


Need in expanding vital fi 


in defense communities 


Determined by Federal Civil Defense 
Administration 


(@) ps - Some formal personnel system required by federal penne ne but not i lud: 
QR - Federal review of qualifications, prior to 


Advice - Federal advice and recommendations on personnel problems 


PP of pi ional staff paid wholly or in part from federal funds 
QA - Qualifications "audit", whereby personnel deemed unqualified by federal agency must be shifted off federal funds 
QC - Qualifications of personnel considered by federal agency in extending or approving federally-aided project 


, but final decision left to state or local agency 


Merit System - Formal merit system whereby personnel selected according to competitive means 
None - No federal control of any kind or degree 


Source: Characteristics - Twenty-Five Federal Grant-in-Aid Programs (C: 


1955 Grants - Annual Report of the the Secretary of of | the Treasury on the State of the Finances - 1955 (Washington, D.C.) 


on Interg: 


Requirements Made in 
(per cent of federal Fiscal 1955 
grant) (in ) 
About half must be matched $ 233 
100%; rest need not be 
matched 
Part 33 1/2% plus 100% on 300 
rest 
100% 21 
Less than 150% because per- 503 
capita income less than 
national average 
100% 
None 829 
None 152 
None 647 
100% for most 16 
100% except for interstate 9, 243 
highway system which is 
66 2/3% 
None 
50% except no matching 163 
required on VD grants 
100% 180 
100% for half of grant; none 120 
for other half 
None (federal grant expected to 71 
cover only part of total cost) 
100% for half; none for rest 91 
50-150% depending on income 454 
Reciprocal of federal grant 9,996 
43-100% 130 
33 474 
None 1,000 
20% in tax exemption or cash 51 
None 17 
Reasonable state-local 200 
participation 
No hing as such required 3,673 
Same as above 1, 352 
Same as above 253 
100% 5 
$30, 251 


ag D.C., June, 1955/) Appendix C, pp. 176-179 
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FEDERAL-STATE SHARED REVENUE 

The traditional source of revenue for financing 
local governments in the United States has been 
the taxation of real property. Through the dev- 
elopment of the doctrine of intergovernmental 
tax-immunity, which states that no governmental 
unit may tax another, serious fiscal problems are 
often imposed on those communities and counties 
in which vast tax-immune federal and state prop- 
erties are located. 

Because of the "loss" to local governments of 
revenues on tax-immune land holdings, the fed- 
eral government has, through various statutory 
provisions, gradually assumed some responsi- 
bility for making financial contributions to county 
and state governments. These provisions have 
taken three general forms: revenue sharing, 
payments in lieu of taxes, and consent to tax 
liability. So far as New Mexico is concerned, 


only the shared revenue provisions are applica- 
ble, (11) 


Table V 


Federal Grants-in-Aid, Shared Revenue, 


and Payments to Individuals 
NEW MEXICO - 1950 - 1956 


Federal Federal-State Direct Payments 


Fiscal Grants -in-Aid Shared Revenue to Individuals 
Year (add 000's) (add 000's) (add 000's) 
1950 $15,921 $1,954 $30, 952 
1951 17, 601 2,655 28, 888 
1952 20,925 3,398 25, 633 
1953 23, 260 3,431 22, 523 
1954 28,170 3,147 30, 536 
1955 30, 251 4, 768 27,181 
1956* 31, 088 5, 073 29, 670 


* Preliminary estimate 
Source: Grants-in-Aid, Department of the Treasury; Shared Revenues, 
Bureau of Land Management and U. S. Forest Service; Pay- 


ments to Individuals, Department of the Treasury and Veterans 
Administration 


Table Vi 


Per-Capita Grants-in-Aid to New Mexico 
AND TO ALL STATES, AND PER-CENT CHANGE 
IN PER-CAPITA GRANTS, 1950 - 1955 


UNITED STATES NEW MEXICO 


Fiscal Per Per Cent Per Per Cen 


Year Capita* Change Capita Change 
1950 $14.68 <= $23.37 -- 
1951 14,68 0.0 25,12 7.5 
1952 14,96 1.9 29.46 17.3 
1953 17.42 16.4 31.38 6.2 
1954 18.35 5.3 36.70 176 
1955 18. 84 2.7 37.62 2.5 


“excludes Armed Forces overseas 
Source: Annual Reports of the Secretary of the Treasury on the State 
of the Finances, 1950-1955 


Revenue sharing is one of the oldest and the 
least controversial of all federal-state fiscal 
relations. It is an arrangement whereby the 
national government distributes to the state, and 
in some cases to local governments, a portion 
of the revenue funds derived from certain opera- 
tions on federal lands located within the state's 
boundaries. Only certain lands and specific types 
of revenue are involved in the shared revenue 
schemes, 

Revenue sharing has become animportant item 
inthe fiscal picture of the state and local govern- 
ments. New Mexico instrumentalities share in 
eight programs at the present time. These are 
listed in Figure 3, along with a summary of their 
general features. Each program was set up by 
separate statutory provision, or amendments or 
supplements to existing legislation. As a result 
there is little uniformity in their respective 
features. It will be noted that the proportion of 
revenue distributed to the state or counties vary 
from program to program, ranging from 5 per 
cent of the net receipts on sales of public land 
and timber to 50 per cent of the gross proceeds 
under provisions of Section 15 of the Taylor 
Grazing Act, Virtually all the programs stipulate 
the manner in which these funds may be expended, 
with a single exception. The state's share of 
Federal Power Commission license fees goes 
into the general fund of the state. To date, how- 
ever, these annual shares have been insignificant, 
running around $10 per year. Most of the pro- 
grams specify that shares must be paid to the 
state government, even though the monies have 
to be spent on various improvements within the 
counties from which the revenue was initially 
derived. Only under provisions of two programs, 
the Migratory Bird Conservation Act and Sub- 
marginal Lands Program, are shares paid dir- 
ectly to counties, by-passing the state govern- 
ment altogether. 

In terms of total federal outlays in New Mex- 
ico, funds given to the state and counties under 
the shared-revenue arrangements are relatively 
small, even though they have become important 
in financing certain state and local government 
functions. During fiscal 1955, for example, they 
totalled $4.8 million, and during fiscal 1956 they 
amounted to $5.1 million. These amounts equal- 
led approximately 1.5 per cent of total federal 
expenditures in New Mexico during each of these 
years, 


A DIGRESSION ON LAND OWNERSHIP 
Considering the small magnitude of shared 
revenue which accrues annually to the state on 
account of federal ownership of land, much con- 
troversy has developed in New Mexico in regard 
to the tax-immune position of federal properties. 
It is argued that, since the federal government 


| 
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FIGURE 2 


Selected Characteristics of Federal Grant-in-Aid Programs 


Program 


REGULAR GRANTS: 
Agricultural Experiment Stations 


Agricultural Extension Work 


Agricultural Marketing Projects 


School Lunch Program 


Forestry Co-operation 


Donations of Surplus Agricultural 
Commodities 

Special School Milk Program 
Removal of Surplus Agricultural 
Commodities 


Federal Airport Program 


Highway Construction 


Support of Land Grant College 
Public Health 


Vocational Education 


Maternal and Child Health 
Services 


Child Welfare Services 


Services for Crippled Children 


Hospital Construction 
Public Assistance 


Vocational Rehabilitation 


Wildlife Restoration 


U 1 Cc 
ploy 
and Employment Service 


Public Housing 


Supervision of On-the-Job 
Training, Veterans Administration 


EMERGENCY GRANTS: 
Natural Disaster Relief 
School Construction, Federal- 
Impacted Areas 


School Operation and Maintenance, 
Impacted Areas 


Construction of Community 
Facilities 


Civil Defense 


TOTAL GRANTS 


Year 
Originally 


And Grants Made to New Mexico in Fiscal 1955 


State Plan 


Established Required Required 


1887 


1914 


1946 


1933 


1911 


1933 


1954 


1933 


1946 


1916 


1890 


1918 


1917 


1921 


1935 


1935 


1946 


1935 


1920 


1937 


1933 


1937 


1944 


1947 


1941 


1941 


1952 


1950 


No 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


Yes 


No 


Yes 


No 


Yes 


Yes 


Individual Federal Control 
Project Field Over State 
or Budget Agreement Personnel Personnel 
Required (See Note a) 
Yes No Qc 
Yes No QR 
Yes No Qc 
No Yes Advice 
No Yes QA 
Yes Yes Advice 
No Yes Advice 
Yes Yes Advice 
Yes Yes None 
Yes Yes None 
No No None 
No Yes Merit 
System 
No No QA 
No Yes Merit 
System 
No Yes Merit 
System 
No Yes Merit 
System 
Yes Yes Merit 
System 
No Yes Merit 
System 
No Yes PS 
Yes Yes QA 
No Yes Merit 
System 
Yes Yes Advice 
Yes No Advice 
No No None 
No Yes None 
No Yes None 
Yes Yes None 
Yes Yes None 


Basis of ortionment 


Lump sum plus additional amount based on 
rural and farm population 


Lump’sum plus amount based on rural and 
farm plus add 1 sum based 
on need 


At discretion of Secretary of Agriculture on 
project basis 


Per-capita income and number of school 
children; commodities furnished at dis- 
cretion of Secretary of Agriculture 


At discretion of Secretary of Agriculture 
based on cost of protection and prior state 
expenditures 


At discretion of Secretary of Agriculture on 
basis of requirements and availabilities 


Per-capita income and number of school 
children 


At discretion of Secretary of Agriculture on 
basis of need 


75% of grant based on population and area, 
remainder on project basis at discretion 
of CLA 


Area, population, and road mileage, except 
for urban road program which is based on 
urban population 


Lump sum and. additional sum based on 
population 


Population, extent of problem, and financial 
need except VD program which is on project 
basis 

Different categories of population 


Lump sum plus amounts allotted on basis 
of births and state per-capita income 


Lump sum plus amount based on rural 
population under 18 years of age 


Lump sum plus amount allotted on basis of 
number of children under 21 and per-capita 
income 

Population and per-capita income 


Four- fifths of minimum grant plus one half 
ofr der up to d 


Population and per-capita income 


Area and number of licensed hunters and 
fishermen 


100% of state administrative costs deemed 
necessary by Secretary of Labor 


Determined by Administrator, HHFA, on 
such factors as cost, number of units and 
need for housing 


Expenses incurred by state approving agency 


On basis of need in each disaster 


Number of school children whose d. 


State or Local Matching 


Federal Grants 


Requirements Made in 
(per cent of federal Fiscal 1955 
grant) (in thousands) 


About half must be matched 
100%; rest need not be 
matched 

Part 33 1/2% plus 100% on 
rest 


100% 


Less than 150% because per- 
capita income less than 
national average 


100% 
None 
None 
None 


100% for most 


100% except for interstate 
highway system which is 
66 2/3% 

None 

50% except no matching 
required on VD grants 
100% 


100% for half of grant; none 
for other half 


None (federal grant expected to 
cover only part of totai cost) 


100% for half; none for rest 
50-150% depending on income 
Reciprocal of federal grant 


43-100% 


33 1/2% 
None 


20% in tax exemption or cash 


None 


Reasonable state-local 
participation 


No h 


results from federal activity in area. 


Same as above 


Need in ding vital f 
in defense communities 


Determined by Federal Civil Defense 
Administration 


(a) PS - Some formal personnel system required by federal government, but not 1 


QR - Federal review of 


QA - Qualifications "audit", 


prior to 


of pi 1 staff nee | wholly or in part from federal funds 
whereby personnel deemed unqualified by federal agency must be shifted off federal funds 


QC - Qualifications of personnel considered by — agenc; y in extending or approving federally-aided project 


Advice - Federal advice and r 


1 problems, but final decision left to state or local agency 
Merit System - Formal merit system whereby pont selected according to competitive means 
None - No federal control of any kind or degree 


Source: Characteristics - Twenty-Five Federal Grant-in-Aid Programs (C: 
1955 Grants - Annual Report of the Secretary of the Treasury on the State of the Finances - 1955 (Washington, D.C.) 


ng as such required 


Same as above 


Same as above 


100% 


on Intergovernmental Relations /Washington, D.C., June, 1955/) Appendix C, pp. 176-179 
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300 
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FEDERAL-STATE SHARED REVENUE 

The traditional source of revenue for financing 
local governments in the United States has been 
the taxation of real property. Through the dev- 
elopment of the doctrine of intergovernmental 
tax-immunity, which states that no governmental 
unit may tax another, serious fiscal problems are 
often imposed on those communities and counties 
in which vast tax-immune federal and state prop- 
erties are located. 

Because of the ''loss'' to local governments of 
revenues on tax-immune land holdings, the fed- 
eral government has, through various statutory 
provisions, gradually assumed some responsi- 
bility for making financial contributions to county 
and state governments. These provisions have 
taken three general forms: revenue sharing, 
payments in lieu of taxes, and consent to tax 
liability. So far as New Mexico is concerned, 


only the shared revenue provisions are applica- 
ble, (11) 


Table V 


Federal Grants-in-Aid, Shared Revenue, 


and Payments to Individuals 
NEW MEXICO - 1950 - 1956 


Federal Federal-State Direct Payments 


Fiscal Grants-in-Aid Shared Revenue to Individuals 
Year (add 000's) (add 000's) (add 000's) 
1950 $15,921 $1,954 $30,952 
1951 17, 601 2,655 28, 888 
1952 20,925 3,398 25, 633 
1953 23, 260 3,431 22, 523 
1954 28,170 3,147 30, 536 
1955 30, 251 4,768 27,181 
1956* 31, 088 5, 073 29, 670 


*Preliminary estimate 
Source: Grants-in-Aid, Department of the Treasury; Shared Revenues, 
Bureau of Land Management and U. S. Forest Service; Pay- 


ments to Individuals, Department of the Treasury and Veterans 
Administration 


Table Vi 


Per-Capita Grants-in-Aid to New Mexico 
AND TO ALL STATES, AND PER-CENT CHANGE 
IN PER-CAPITA GRANTS, 1950 - 1955 
UNITED STATES NEW MEXICO 


Fiscal Per Per Cent Per Per Cen 
_Year_ Capita* Change Capita Change 
1950 $14.68 -- $23.37 -- 
1951 14,68 0.0 25.12 7.5 
1952 14,96 1.9 29.46 
1953 17.42 16.4 31.38 6.2 
1954 18.35 5.3 36.70 17.3 
1955 18, 84 2.7 37.62 2.5 


*Excludes Armed Forces overseas 
Source: Annual Reports of the Secretary of the Treasury on the State 
of the Finances, 1950-1955 


Revenue sharing is one of the oldest and the 
least controversial of all federal-state fiscal 
relations. It is an arrangement whereby the 
national government distributes to the state, and 
in some cases to local governments, a portion 
of the revenue funds derived from certain opera- 
tions on federal lands located within the state's 
boundaries. Only certain lands and specific types 
of revenue are involved in the shared revenue 
schemes, 

Revenue sharing has become animportant item 
inthe fiscal picture of the state andlocal govern- 
ments. New Mexico instrumentalities share in 
eight programs atthe present time. These are 
listed in Figure 3, along with a summary of their 
general features. Each program was set up by 
separate statutory provision, or amendments or 
supplements to existing legislation. As a result 
there is little uniformity in their respective 
features. It will be noted that the proportion of 
revenue distributed to the state or counties vary 
from program to program, ranging from 5 per 
cent of the net receipts on sales of public land 
and timber to 50 per cent of the gross proceeds 
under provisions of Section 15 of the Taylor 
Grazing Act. Virtually all the programs stipulate 
the manner in which these funds may be expended, 
with a single exception. The state's share of 
Federal Power Commission license fees goes 
into the general fund of the state. To date, how- 
ever, these annual shares have been insignificant, 
running around $10 per year. Most of the pro- 
grams specify that shares must be paid to the 
state government, even though the monies have 
to be spent on various improvements within the 
counties from which the revenue was initially 
derived. Only under provisions of two programs, 
the Migratory Bird Conservation Act and Sub- 
marginal Lands Program, are shares paid dir- 
ectly to counties, by-passing the state govern- 
ment altogether. 

In terms of total federal outlays in New Mex- 
ico, funds given to the state and counties under 
the shared-revenue arrangements are relatively 
small, even though they have become important 
in financing certain state and local government 
functions. During fiscal 1955, for example, they 
totalled $4.8 million, and during fiscal 1956 they 
amounted to $5.1 million. These amounts equal- 
led approximately 1.5 per cent of total federal 
expenditures in New Mexico during each of these 
years, 


A DIGRESSION ON LAND OWNERSHIP 
Considering the small magnitude of shared 
revenue which accrues annually to the state on 
account of federal ownership of land, much con- 
troversy has developed in New Mexico in regard 
to the tax-immune position of federal properties. 
It is argued that, since the federal government 


either owns or holds in trust slightly over 44.6 
per cent of New Mexico's total land area, (see 
our Figure 4) tax-immunity makes it impossible 
for counties and the state government to raise 
sufficient funds via ad valorem taxation for the 
financing of their traditional and normal functions. 
New Mexico's former State Land Commissioner 
recently wrote, 'I do not see how New Mexico 
can expect to adequately maintain its present 
facilities of finance the increased services our 
growing population will demand, as long as nearly 
half of our total land area is in the hands of the 


Federal Government.'(12) He suggests that the 
federal government should donate additional areas 
of the public domain to the state. 

A recent report of the State Tax Commission 
also discusses this question: ''Property that is 
exempt from taxation under federal or state law 
constitutes a very large share of New Mexico's 
tax problem, '(13) With respect to federal owner- 
ship of land, the report states: 

".,.it has never been proven that the state 
does not receive a larger benefit in having the 


vulnerable resources of these lands (national 


SELECTED CHARACTERISTICS OF FEDERAL-STATE REVENUE-SHARING PROGRAMS 
IN NEW MEXICO 


Date Type of Land Requirements for 
Program Started Source of Revenue Involved enc Distribution of Receipts Use of State's Share 
Mineral Leasing Acts: 19178) Leases on land containing Public domain U.S.Bureau 50% to state; 50% to Public roads and schools 
potassium deposits lands of Land U.S, Treasury 
Management 
1920 Leases on oil, gas, coal, = ss 37 1/2% to state; 52 L(2% Public roads, schools, 
phosphate, sodium, po- to reclamation fund; (> and/or educational 
tassium, and sulphur 10% to U.S. Treasury institutions 
deposits 
1926 Leases on gold, silver, (c) 
and quicksilver deposits 
1927 Leases on land containing Public domain 
potash deposits lands 
1947 Same as act of 1920 Acquired lands os ? 
(cited above) 
National Forest Funds: 

25% fund 1908 Receipts from sales of National Forest U.S, Forest 25% of net receipts to Proportional expenditures 
timber, grazing per- lands Service state on roads and schools in 
mits, etc, . county in which proceeds 

derived 

10% fund(d) 10% of net receipts re- Expenditure on forest 

tained by Forest Ser- roads and trails 
vice for expenditure in 
counties deriving income 
School Land Fund 1910 ” School lands se 100% to state Schools 
within National 
Forests 
Taylor Grazing Act 
Section 3 1934(e) Grazing fee receipts, etc. Grazing district U.S.Bureau 12 1/2% to state Expenditure for benefit 
land of Land of counties in which in- 
Management come derived 
Section 15 1934 wi Public lands oy 50% of gross to state . 
outside dis- 
tricts 
Sales of Public Lands 1902 Sales proceeds Public domain . 5% to state Education, roads, and 
and Timber lands 95% to reclamation other improvements 
fund(b) 
Migration Bird Con- 1935 Sales of surplus wildlife, U.S. wildlife U.S, Fish 25% of net revenue Public schools and roads 
servation Act timber, hay, etc. refuges Wildlife direct to counties 
Service 
Submarginal Lands 1937 Rents, concessions, (f) U.S.Forest 25% of net revenue Public schools and roads 
Program licenses, etc. Service direct to counties 
Federal Power Com- 1920 Receipts from water National Federal 37 1/2% to state Gen2?ral fund 
mission Licenses power licenses for use Forest and Power Com- 
of land Public Land mission 


(@)Repealed by Act of 1927 


(>) Reclamation fund used to finance reclamation and irrigation projects 1n Western states 


(C) patented lands of which the federal government retained mineral rights 
(D strictly speaking this is not a shared revenue program but rather a contribution in kind, It is included here since it is a closely related program. 


(e Prior to 1947, this section provided the same distribution of revenue as Section 15. 


(f) ands designated as submarginal for farm purposes by the Bankhead Jones Farm Tenant Act of 1937 
Source: Commission on Intergovernmental Relations, Payments in Lieu of Taxes and Shared Revenues (Washington, D.C,, June 1955) 
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forests and public domain) protected by the 
federal government and in direct or indirect 
revenue, than would be the case if they were 
turned over to state administration. Also, 
Indian lands cannot be said to be a tax liability. 
These lands and the property of the Indians or 
of the United States upon them are not tax- 
able. However, the cost of schools, health 
and welfare activities, etc., in behalf of the 
Indians, and administration and development 
of these lands and their resources, are at 
federal expense, No revenue advantage to the 
state local government would be likely to re- 
sult were the entire responsibilities for these 
properties, as well as the authority to tax 
them, were (sic) turned over to local govern- 
ments, 
"It is inthe field of atomic energy and mili- 
tary installations where the tax revenue shoe 
really pinches. New Mexico is glad to have, 
and to the fullest extent welcomes what may 
be termedthe nuclear and defense industries" 
of the state. Their contributions to the econ- 
omy and socialstructure of the state are large 
and fully appreciated. Along with the positive 
aspects of the situation, however, the problem 
of obtaining revenue for local government re- 
quirements, which is created by the presence 
of these ''industries'' and the people associated 
with them, also arises. This problem has 
neither been fully evaluated nor solved."' 
Because of the expanded activities of the 
Atomic Energy Commission and the Department 


FIGURE 4 


of Defense in certain sections of the state, the 
populations of a number of our communities have 
grown rapidly. As a result, the affected cities 
and counties have had to expand, and still need 
to expand. They must increase police and fire 
protection; they must provide more schools and 
recreational facilities; they must expand their 
sewage, garbage disposal and other community 
services. 

Part of the money needed to finance this expan- 
sion has come from the federal government inthe 
form of grants. That is, grants have been made 
for hospital construction, for school construction 
and maintenance in federally "impacted" areas 
and for various other functions. (See Figure 2.) 
The State Tax Commission suggests that further 
“off-set'' grants should be made by the federal 
government to these communities affected by 
federal expansion. However, it will be difficult 
to make a case for these communities as long as 
unrealistic property appraisals leave local finan- 
cing in doubt. The increased population in these 
communities has stimulated a concurrent in- 
crease in the market value of private taxable 
property. It is conceivable, although it has never 
been proven one way or another, that much of 
the fiscal strain of local governments in the 
state stems from a reluctance to re-evaluate 
taxable properties in terms of market conditions. 
Similarly, the increased population is subject to 
income, sales and other taxes with which the 
state and local instrumentalities may partially 
finance their work. 


LAND UNDER GOVERNMENT CONTROL IN NEW MEXICO: Percentage in Each County, 1956 


Under FEDERAL Control 


RIO ARRIBAY, 
69.) 


SAN JUAN 
66.9 


TAOS* COLFA 
ana 0.4 - 


= GUADALUPE _— 


EJ] under 249% 
25 to 49.9% 


50 to 74.9% 
75to100% 
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Under FEDERAL & STATE Control 


New Mexico 59.5 


100.08 1388; YY 100.8," 
GU 
New Mexico 44.6 


The question again arises as to whether local 
governments could more adequately finance their 
undertakings if additional areas of the public 
domain were turned over to state administration. 
On the one hand, it appears that the fiscal position 
of local governments would not be much improved, 
if at all, because the transfer of administration 
would simply take place between two tax-immune 
agencies. The former State Land Commissioner 
implies in his suggestion (quoted above) that New 
Mexico would do better if it received all of the 
revenue derived from public domain lands rather 
than simply sharing it with the federal govern- 
ment. This might be a solution, but there are 
other considerations which must be taken into 
account. The state, by assuming ownership and 
administration of federal lands, would have to 
take the responsibility of providing a number of 
minimum services which the national government 
is financing at the present time. The cost of such 
services as police and fire protection, soil and 
resource conservation measures, irrigation and 
reclamation projects, as well as many other 
services would have to be borne by the state 
government, Would the state be further ahead? 
And how, by any stretch of imagination, would 
this solve the problems of local governments? 

You will note on the maps in Figure 4 the per 
cent distribution of federal land ownership in the 
counties of the state and also the distribution of 
both federal and state-owned land. Dona Ana and 
San Juan counties have the highest proportion of 
such tax-immune land, with 92 per cent and 90.6 
per cent respectively. Almost 87 per cent of San 
Juan county is owned by or under the administra- 
tion of the federal government alone. It has been 
alleged that this high tax-immune ratio presents 
a formidable fiscal problem tothe "boom" centers 
of Farmington and Aztec, as well as to school 
districts within San Juan county. (14) at first 
sight, there seems considerable justification for 
this allegation, yet it is paradoxical that, accord- 
ing tothe State Tax Commission, the total asses- 
sor's valuation of property in San Juan county 
declined from $17.5 million to $12.9 millionfrom 
1954 to 1955.(15) Why would the valuation of a 
county decrease in the face of unprecedented 
prosperity and boom? Perhaps a partial sol- 
ution to San Juan's fiscal problems may very well 
include a re-evaluation of assessments. In fact, 
W. H. Foster, Farmington's school superin- 
tendent, recently urged property valuation adjust- 
ments in order to increase the tax base to help 
support the growing needs of the school system. 
He stated, that if property valuation adjustments 
are not made, it will become necessary to in- 
crease the tax rate on current valuations, (16) 

The State Tax Commission states ''The first 
need in meeting this problem is athorough survey 
to determine the impacts of these taxless 'in- 
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dustries' on the school, city, county and state 
revenue structure, The Tax Commission re- 
commends that such a study be provided for by 
the Legislature, to be undertaken by whatever 
agency is chosen by that branch of the govern- 
ment.'' We hope that this recommendation will 
be given serious consideration by the current 
Legislature, (17) 


DIRECT PAYMENTS TO INDIVIDUALS 

The federal government made direct cash pay- 
ments to New Mexicans totalling $27.2 million 
and $29.7 million during fiscal 1955 and 1956,(18) 
The following presents the amounts disbursed by 
the various federal agencies during each of the 
years: 


Fiscal Fiscal 

1955 1956 
Agency (in thousands) 
Dept. of Agriculture $ 3,888 $ 4, 542 
Dept. of Health, etc. 38 58 
Dept. of Defense 1,989 2,070 
Dept. of Labor s 743 700 
Veterans Administration 20, 503 21,600 


The funds paid to individuals in the state bythe 
Department of Agriculture were made possible 


Table VII 


FEDERAL-STATE REVENUE SHARING 
IN NEW MEXICO, BY SOURCE OF REVENUE 
FISCAL YEAR - 1955 
(in thousands) 


Source Fiscal Year 
of Revenue 1955 
Mineral Leasing Acts $4, 371.8 
National Forest Funds 348.8 
Taylor Grazing Act 26.2 
All Others! 21.0 

Total $4, 767.8 


lincludes Sales of Public Lands and Timber, 
Migratory Bird Conservation Act, Submarginal 
Land Program, and Federal Power Commission 
Licenses, 


Source: Report of the Director of the Bureau of 
Land Management, 1955. Statistical 
Appendices; Annual Report of the Secre- 
tary of the Treasury on the State of the 
Finances, 1955; and U.S. Forest Service, 
National Forest Facts, Southwestern 


Region 1956. 


through the Agricultural Conservation Program, 
the Sugar Act Program, and the Commodity Cre- 
dit Corporation. Various research grants and 
fellowship awards were made by the Department 
of Health, Education and Welfare. The Depart- 
ment of Defense paid members of the state's Air 
and Army National Guard for their drill periods 
and annual encampments. Unemployment com- 
pensation for veterans and for federal employes 
was handled through the Department of Labor. 
The Veterans Administration spent federal appro- 
priations for pensions, vocational rehabilitation, 
housing for paraplegics and other readjustment 
benefits for former members of the armed ser- 
vices. 


INDIRECT EFFECTS 

Federal activity also has an indirect effect on 
the economy which is substantial but difficult to 
measure. We must study the impact Uncle Sam 
has on the general level of business over and 
above the actual total of U. S. Treasury checks 
distributed to New Mexicans. This impact is 
frequently referred to as the ''multiplier effect". 
Certainly for every 100 new federal jobs created 
in the state, additional jobs are created for store 
clerks, barbers, carpenters and dairymen and 
additional business opportunities are available 
to insurance firms, landlords, and banks. 

Needless to say, the "multiplier effect" simi- 
larly works in reverse. Given a decrease in 
basic employment and expenditure, the general 
level of activity is likely to decrease relatively 
more than the basic decrement, 


The extent of this "multiplier effect'' in New . 


Mexico has never been determined, but it is logi- 
cal to attribute much of the new home building, 
retail trade, and many other forms of consumer 
activity in Albuquerque, Santa Fe, Alamogordo, 
Las Cruces, Roswell and Clovis to the direct 
spending of the AEC, its prime contractors, and 
the Department of Defense. 

In a sparsely-populated late-developing econ- 
omy like New Mexico's, the impact of research 
installations is particularly significant. Due to 
the availability of government procurement con- 
tracts, new electronics firms and machine shops 
--plus a wide range of specialized supplier and 
service organizations--have been established in 
Albuquerque. These, in turn, encourage non- 
government business. Thus, the ever-widening 
circle of business acceleration continues, 

The indirect effects of government activity ex- 
tend throughout the state, too. Although federal 
centers like Albuquerque and Los Alamos receive 
most of the direct income, the outlying areas of 
New Mexico gain in tourist expenditures, sales 
of farm products, and in various other ways. 
The increase in federal jobs in Los Alamos and 
Albuquerque has eased the labor surplus problems 
of the northern counties. Air base employment 


at Clovis, Roswell and Alamogordo has eased the 
serious impact of the drouth to some degree. 
Part of the wages earned in the cities find their 
way back to stores and parental homes in the 
smaller towns. 

Now, what about the future? In other states, 
variations in federal spending from year to year 
have caused significant changes in the rest of the 
economy.(19) The possibility of a downturn in 
federal spending in New Mexico at some future 
time is a matter of serious concern. 

About two-thirds of Uncle Sam's expenditures 
in this state are closely linked to defense activi- 
ties. It is probable that the present volume of 
spending will be maintained or evenincreased as 
long as the threat of war faces the United States. 
A worldwide disarmament trend will cause a shift 
in government expenditures, but it will not come 
all at once, The AEC installations in New Mex- 
ico will undoubtedly be used for more research 
in the peacetime uses of atomic energy. 

It should also be noted that New Mexico is less 
vulnerable to national industrial fluctuations than 
other areas. .It has been found that government 
employment, excluding defense agencies, varies 
less than work in most private industries, (20) 


CONCLUSION 

You will note in the foregoing material that the 
federal government controls more than 44,6 per 
cent of the total land area of New Mexico. This 
situation is often cited by some citizens as a 
serious handicap to our economic progress. 

You will also note, on the other hand, that fed- 
eral agencies spent $338, 660,000 in New Mexico 
in fiscal 1956 and that AEC contractors spent an 
additional $152, 191,014 and that Department of 
Defense contractors probably spent an amount 
of similar size. These sums add up to about two 
thirds of abilliondollars annually. Furthermore, 
because of the multiplier effect, they stimulate 
additional economic activity throughout the state. 
It is easy to see why some people view Uncle 
Sam's presence here with great enthusiasm. 

Neither viewpoint is entirely right or wrong. 
By pinpointing some of the actual economic facts 
of the situation inthis article, we can nowsuggest 
some further areas of study: 

1, We have shown some of the economic gains 
resulting from the activities of major federal 
agencies in the state. But which agencies, if 
any, are using land wastefully? Can some federal 
land be used by morethan one agency? Are there 
specific tracts now under federal control which 
would have a greater economic potential in state 
or private hands? 

2. We have suggested that Uncle Sam's role in 
land ownership causes serious problems in the 
financing of local government, These problems 
are not entirely solved by shared revenues and 
grants-in-aid. But further study is needed here, 
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possibly by taking specific counties and estimating 
what the land values, assessments, and local tax 
revenues would be if specific tracts were trans- 
ferred from federal to private control. We would 
also have to estimate what federal funds and 
services the local community would lose by this 
transfer and what the cost of their replacement 
would be. 

3. It is generally recognized that federal ex- 
penditures ina late-developing state can stimu- 
late the private economy. But how much do we 
actually know about this process? Is private 
industry making the most of its opportunities for 
federal contracts, for example? How ready are 
we to move into any gap caused by withdrawal of 
federal installations ? 

4. And finally, more study is necessary to 
determine the distribution of the federal impact 
from community to community and from individu- 
al to individual. We have pointed out that federal 
spending in Albuquerque and Alamogordo helps 
the motel operator in Taos and the dairy farmer 
in Belen. But when a public official must decide 
on the curtailment of a federal office in one place 
or the establishment of an installation somewhere 
else, how can we help him with this locational 
problem? 

You can see the many questions that arise from 
a description of the federal role in New Mexico's 
economy. 


NOTES: 


(Department of Commerce, Survey of Current 
Business, July 1956, pp. 10-11. 


(2) spending for national security and for quasi- 
military purposes during the fiscal year 1955, 
for instance, was $45.4 billion, or 68.5 per cent 
of all federal expenditures that year. Your Fed- 
eral Budget (Washington: Bureau of the Budget, 
Fall 1956) 

(3)See, for example, the comments of D. Cline 
and C. Judah in The Impact of Federal Grants- 
in-Aid onthe Structure and Functions of State and 
Local Governments (Washington: Commission on 
Intergovernmental Relations, June 1955). pp. 283 
-284., 

(4) This office, the only representative of the 
Legislative Branch inthe state is scheduled to be 
closed andits functions transferred to the Denver 
office early in 1957. 

(S)For a complete list of federal installations 
in the state, by county and by agency, refer to 
Principal Facilities of the Federal Government 


establishments in New Mexico only, and they in- 
clude grants-in-aid and other payments to state 
and local governmental units and to individuals. 
While they exclude all purchases of goods made 
from out-of-state firms, in-state purchases for 
distribution and use elsewhere are included. 

(7) This figure does notinclude some expenditures 
made to prime contractors in the White Sands- 
Holloman area, which are not available for public 
distribution at this time. 

(8)Indirectly, the expenditures of the prime con- 
tractors are federal expenditures since these 
contractors operate on a reimbursement, or 
cost-plus, basis. For purposes of this paper, 
however, we treat them separately although re- 
cognizing the above. See Table II. 

(9)Data furnished by the Office of the Assistant 
Secretary of Defense, Washington, D. C. 


(10)Caiculated from data presented in Survey of 
Current Business, August 1955. 


(11)Programs which provide payments in lieu of 
taxes so closely resemble revenue-sharing ar- 
rangements that they are treated as such in this 
paper. To our knowledge, there are no consent- 
ments to tax liability on federal properties in 
New Mexico. Considerable pressure, however, 
is being exerted at the present time by some 
counties to have the federal government declare 
consentments on Wherry housing developments. 


Walker, "Wanted: More Land," New 
Mexico Magazine, December, 1956, PP. 41 and 47, 


(13)New Mexico State Tax Commission, Twenty - 
First Biennial Report, December 21, 1956, Santa 
Fe, New Mexico, pp. 12-14. 

(14)See, for example, 'The Navajo and Industry 
in the San Juan Basin, '' New Mexico School Re- 
view, November, 1956, pp. 15 ff. 


(15) Twenty-First Biennial Report, December 21, 
1956, p. t-38, Table 24. 


(16) Albuquerque Journal, January 24, 1957. 


(17)For those interested in what the federal 
government has done in this general area, we 
suggest Payments in Lieu of Taxes and Shared 
Revenues (Washington: Commission on Inter- 
governmental Relations, June 1955). 

(18) These figures do not include payments to 
retired members of the armed forces. Also ex- 
cluded are retirement benefit payments to civilian 
employes. 


(19) see for instance the case of Washington state 
in "The Importance of Federal Expenditures 
in Washington's Economy," Pacific Northwest 
Business, September 1956. pp. 26-27. 


in New Mexico, 1956 (Albuquerque: Bureau of 
Business Research, December 1956). 


(6) The expenditure figures include purchases of 
goods and services from individuals and business 


(20)solomon Fabricant, The Trend of Government 
Activity in the United States Since 1900 (New 
York: National Bureau of Economic Research, 
1952). pp. 30-31. 
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Retail Sales in New Mexico - NOVEMBER, 1956 


(add 000's) 
Furniture & Building 
County Apparel Automotive Subsistence Appliances Material Other Total 
Bernalillo $1, 141 $ 5,279 $ 5,277 $1, 433 $2,435 $ 7,688 $23,253 
Catron 0 32 52 7 3 64 158 
Chaves 235 1, 289 1, 342 154 578 1, 508 5, 106 
Colfax 30 361 202 16 94 878 1,581 
Curry 138 551 592 129 248 941 2, 599 
De Baca (a) 69 Tk 2 21 154 317 
Dona Ana 107 880 1,051 166 287 1,065 3, 556 
Eddy 300 878 2, 884 241 390 1, 800 6, 493 
Grant 48 492 559 89 111 496 1, 795 
Guadalupe 4 215 126 11 18 123 497 
Harding 0 66 7 0 1 73 147 
Hidalgo 10 175 196 12 84 116 593 
Lea 336 2,466 1,536 351 435 3, 353 8,477 
Lincoln 4 142 222 1 62 235 666 
Los Alamos 24 134 229 6 3 168 564 
Luna 67 350 249 92 27 294 1,079 
McKinley 48 884 492 68 120 794 2,406 
Mora 2 39 39 0 11 84 175 
Otero 94 580 776 171 367 584 2,572 
Quay 38 526 37 15 124 257 1, 277 
Rio Arriba 1 340 231 24 66 396 1,058 
Roosevelt 49 351 275 55 115 341 1, 186 
Sandoval (a) 94 149 0 3 144 390 
San Juan 56 1, 324 763 93 577 1, 550 4, 360 
San Miguel 25 382 358 15 89 414 1, 283 
Santa Fe 177 1, 006 896 147 362 1, 067 3,655 
Sierra 3 137 181 8 38 124 491 
Socorro 6 197 166 35 50 161 615 
Taos 7 174 189 33 49 175 627 
Torrance (a) 247 133 22 13 149 544 
Union 21 169 79 37 49 163 518 
Valencia 44 454 461 10 41 492 1,502 
Unallocated 50 659 1,730 538 306 2,463 5, 746 
Total $3, 065 $20, 939 $21, 810 $3,981 $7,177 $28,314 $85,286 
(a) Less than $1, 000 : 
| Source: School Tax Division, N. M. Bureau of Revenue 
Coming soon: 1957 DIRECTORY OF NEW MEXICO MANUFACTURERS | 
» This directory, which lists the manufacturers SEND ME _ COPIES OF THE DIRECTORY! 
fof the state by cities and by products, will be off | 
jthe press soon. Copies may be reserved in ad- i 
tvance of publication. Price will be $2. City and State 
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